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FEDERAL RESERVE BOARD
Amendments to Regulation E (Electronic Fund Transfers) were adopted on 10/18/84 by the 
Federal Reserve Board (see the 10/18/84 Fed. Reg., pp. 40794-99). These amendments 
expand coverage to all transfers resulting from debit card transactions, including 
transactions that do not involve an electronic terminal at the point of sale; ex­
tend time periods for resolution of errors resulting from point-of-sale debit card 
transactions; exempt consumer asset accounts, subject to the Board's Regulation T, 
from provisional recrediting requirements and provide more flexibility for the dis­
closure of charges for electronic fund transfers on periodic statements. The 
amendments will become effective on 11/16/84. However, financial institutions have 
until 4/16/85 to comply with certain requirements relating to transfers resulting 
from debit card transactions that do not involve electronic terminals. For further 
information, contact Gerald P. Hurst at 202/452-3667.
OFFICE OF MANAGEMENT AND BUDGET
The views of "all interested parties" in both the public and private sectors on the
"rule of two" have been solicited by the Office of Federal Procurement Policy,
0MB (see the 10/12/84 Fed. Reg., pp. 40135-36). The "rule of two" is part of 
the standard of competitiveness required before an acquisition may be set aside 
for small business: "a reasonable expectation that offers will be obtained from 
at least two responsible small business concerns.. .and awards will be made at rea­
sonable prices." Comments are being sought on the issue of the most appropriate 
standard for determining competitiveness in making a small business set-aside de­
termination, e.g. "rule of two", sufficient number, or other standard. Comments 
should not be sent on the related issue of setting small business size standards. 
Comments should be forwarded to William Maraist, Office of Federal Procurement 
Policy, 0MB, 726 Jackson Place, Washington, D.C. 20503 on or before 11/30/84. For 
further information contact Mr. Maraist at 202/395-3300.
SMALL BUSINESS ADMINISTRATION
A definition of "small business" for financial institutions of $100 million or less 
in assets has recently been established by the SBA (see the 10/16/84 Fed. Reg., 
pp. 40398-400). The new size standard is to be used in a subcontracting program 
in which a firm receiving a government contract could procure financial services 
from a small financial institution. According to representatives of several min­
ority banks, permitting contracts for financial services, including deposits, by 
prime contractors with minority financial institutions to meet subcontracting 
goals and credits is needed to sustain the minority banking industry. The new 
definition will become effective on 11/15/84. For further information, contact 
Andrew Canellas at 202/653-6373.
In a related matter, the SBA has established, as an interim basis, a residual 
size standard for services of $3.5 million average annual receipts (see the 10/12/84 
Fed. Reg., pp. 39996-97). In February, 1984, SBA revised size standards but did 
not give separate size standards to all industries. In order to facilitate the 
delivery of the SBA procurement set-aside or financial assistance programs, the Ad­
ministration has established a general standard of $3.5 million applicable to those 
industries which do not have specific size standards in effect. The regulation is 
effective as of 10/12/84. Comments are requested by 12/11/84. For further infor­
mation, contact Mr. Canellas at 202/653-6373.
SECURITIES AND EXCHANGE COMMISSION
Public ccnroents on amendments to the regulations for transfer agents are being sought 
by the SEC (see the 10/16/84 Fed. Reg,, pp. 40416-21). The proposal would require 
registered transfer agents to respond promptly to written inquiries from security 
holders respecting dividend and interest payment claims. The proposed amendments 
also expand the period during which transfer agents must buy in securities in 
cases of physical overissuance. Comments are requested by 12/15/84. For further 
information, contact Ester Saverson, Jr. at 202/272-2775.
2The comment deadline on an SBC concept release has been extended to 12/1/84 (see the 
10/15/84 Fed. Reg., p. 40188). The release, issued 7/30/84, concerns possible 
legislation to improve the Commission’s ability to investigate and prosecute per­
sons who purchase or sell securities in the U.S. markets from other countries. 
Comments should be submitted in triplicate to Shirley E. Hollis, Acting Secretary, 
SEC, Washington, D.C. 20549 and refer to file number S7-27-84. For further infor­
mation, contact Frederick Wade at 202/272-2214.
TREASURY, DEPARTMENT OF
The standard mileage rate for cars used in business in 1984 will remain at 20.5 cents
a mile, the same as in 1983, according to a 10/16/84 IRS News Release. According
to IR-84-107: "The 20.5-cent rate is for the first 15,000 miles of business use 
of a car that is not fully depreciated. The rates for business use of a car that 
is not fully depreciated after the first 15,000 miles and for all business use of 
a car that is fully depreciated are also the same as in 1983 —  11 cents a mile. 
For charitable, medical and moving expenses, the rate used in computing deductions 
for 1984 will stay nine cents a mile, as in 1983." The IRS also said that tax­
payers can deduct either the business standard mileage rate or actual expenses for 
the business use of a car. In addition to the standard mileage rate, taxpayers 
can deduct the business related portion of parking, tolls and interest on a car 
loan. The 20.5-cent rate is also used by the GSA to reimburse federal employees 
for official use of their personal cars. Revenue Procedure 84-72, which sets out 
the standard mileage rates for 1984, will be published in Internal Revenue Bulle­
tin No. 1984-44 dated Oct. 29, 1984.
Edwin A, Kelleher, CPA, has been appointed director of the Albany IRS district, accord­
ing to a 10/16/84 Treasury release. He succeeds John B. Langer, who retired. The 
Albany district is responsible for federal tax matters in 21 eastern counties of 
New York, where in fiscal year 1983 individual, corporate and other taxpayers filed 
1.4 million returns and paid 5.3 billion in federal taxes. Prior to this appoint­
ment, Kelleher had been assistant district director in Richmond, VA since 1978.
In addition to being a CPA, he earned a BBA in 1950 from Pace College in New York 
City, and a MBA in 1956 from City College of New York.
Temporary regulations relating to the transition rules for Domestic International Sales
Corporations (DISCs) and Foreign Sales Corporations (FSCs) have recently been re­
leased by the IRS (see the 10/12/84 Fed. Reg., pp. 40011-16). The rules implement 
provisions of the Tax Reform Act of 1984 and are effective for tax years beginning 
after 12/31/84. According to the IRS, the 1984 act replaced provisions relating 
to DISCs with the FSC provisions. The DISC provisions allowed taxes to be defer­
red for U.S. corporations engaged in exporting property produced in the U.S. De­
ferral was provided for both export profit and export investment income. Under 
the new provisions, a FSC must be a foreign corporation. A portion of the FSC’s 
income attributable to export profits but not export investment income will be 
tax exempt. Presented in question and answer form, the temporary regulations are 
concerned with three basic categories: termination of a DISC; establishment and 
election of status as a FSC, small FSC, or an interest charge DISC; and, export 
trade corporations. For further information contact Jacob Feldman at 202/566-3289.
3The IRS position on cafeteria plans must not be interpreted as a stand against quality
medical care and cost containment efforts, legal services and child care, accord­
ing to IRS Commissioner Roscoe L. Egger, Jr. in a recent address. Speaking before 
the 39th Annual Meeting of the Tax Executives Institute in Boston on 10/16/84, 
Commissioner Egger also stated that Congress did not intend "to bless" benefit 
plans that improperly or artificially reduce employees’ taxable income. He went 
on to say: "The law then would permit sane taxpayers deductions for expenses 
that other taxpayers must pay with after tax dollars. In the area of premature 
accrual regulations, Egger listed a number of issues that the IRS was looking at: 
"In the context of workers’ compensation and tort liabilities, economic perfor­
mance occurs as payment is made —  What constitutes payment to another person? 
Strictly cash or will a note suffice? Could payment be made into a trust or could 
it be the purchase of an annuity contract? Beyond workers' compensation and tort 
liabilities, to what other areas should the payment rule apply? What additional 
guidance is needed on the recurring item exception? This is an obviously impor­
tant taxpayer relief mechanism for covering ordinary and repeating business expen­
ses. What's the effect of the economic performance requirement on inventoriable 
costs?" Turning to the international aspects of tax administration, Commissioner 
Egger listed a number of problems for the IRS. Among these were people claiming 
treaty partner benefits with no connection to any o f  the 34 U.S. treaty partners, 
tax havens, and dummy corporations. In conclusion, he stated: "If, in the future, 
we communicate our positions to one another clearly and regularly and try to 
reach reasonable accommodations, our delicate balance of competing interests will 
continue to be strengthened. That, in turn, will make for a more sound, rational 
tax system and that —  believe me —  is in everyone's interests."
For additional information, please contact Stephanie McCarthy, Gina Rosasco or 
Nick Nichols at 202/872-8190.
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